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STATE  OF  TEXAS  § 

Suzanne  Henderson 
§  KNOW  BY  ALL  MEN  THESE  PRESENTS: 

COUNTY  OF  TARRANT  § 


NOTICE  OF  CONFIDENTIALITY  RIGHTS:  IF  YOU  ARE  A  NATURAL  PERSON,  YOU  MAY  REMOVE  OR  STRIKE  ANY 
OF  THE  FOLLOWING  INFORMATION  FROM  THIS  INSTRUMENT  BEFORE  IT  IS  FILED  FOR  RECORD  IN  THE  PUBLIC 
RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR  DRIVER'S  LICENSE  NUMBER, 

NO  SURFACE  USE  OIL  AND  GAS  LEASE 


This  NO  SURFACE  USE  OIL  AND  GAS  LEASE  ("Lease")  is  made  as  of  the  24th  day  of  March,  2008  (the 
Effective  Date )  by  and  between  Santiago  Valdez,  a  married  person  ("Lessor"  whether  one  or  more)  whose 
address  is  1711  Wickersham  Dr,  Arlington  Tx  76014  and  Paloma  Barnett,  LLC,  ("Lessee,"  whether  one  or  more) 
whose  address  is  1021  Main  Street,  Ste.  2600,  Houston,  TX  77002.  Lessor  and  Lessee  are  sometimes  collectively 
referred  to  in  this  Lease  as  the  "Parties." 


1.  Leased  Premises.  Lessor,  in  consideration  of  a  cash  bonus  in  hand  paid  by  Lessee,  the  royalties  herein  provided 
and  the  covenants,  agreements  and  obligations  of  Lessee  herein  contained,  and  subject  to  the  conditions  and 
limitations  hereinafter  set  forth,  hereby  leases  and  lets,  exclusively  unto  Lessee,  for  the  purpose  of  exploring  drilling 
for,  producing,  and  marketing  oil  and  gas,  the  land  in  Tarrant  County,  Texas,  described  as  follows  to  wit 


0.2300  acres  of  land,  more  or  less,  also  being  known  as  Blk  1  Lot  15  of  the  Briar  Meadow  Addition,  Second  Installment 
an  addition  to  the  City  of  Arlington,  Tarrant  County,  Texas,  out  of  the  W.  Gorbett  Survey,  Abstract  Number  607  Tarrant 
County,  Texas,  and  amendments  thereof,  including  streets,  easements,  and  alleyways  adjacent  thereto,  and  any  riparian 


(and  referred  to  herein  as  "Said  Land,"  the  "Property,"  or  the  "Leased  Premises").  The  Leased  Premises  shall  include 
all  strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto.  Lessor  agrees  to  execute  at 
Lessee's  request  any  additional  or  supplemental  instruments  reasonably  necessary  for  a  more  complete  or  accurate 
description  of  the  leased  premises.  For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder,  the 
number  of  gross  acres  specified  above  shall  be  deemed  correct,  whether  actually  more  or  less. 

2.  Term-  Subject  to  the  other  provisions  contained  herein,  this  Lease  shall  be  for  a  term  of  thirty-six  (36)  months  from 
the  date  hereof  (the  "primary  term"),  and  for  as  long  thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are 
produced  in  paying  quantities  from  the  Leased  Premises  or  from  lands  pooled  therewith,  or  this  Lease  is  otherwise 
maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  Option  Clause.  Notwithstanding  anything  to  the  contrary  herein,  Lessee  is  hereby  granted  the  exclusive  option,  to  be 
exercised  prior  to  the  date  which  this  Lease  or  any  portion  thereof  would  expire  in  accordance  with  its  terms  and 
provisions,  of  extending  this  Lease  for  an  additional  period  of  two  (2)  years  as  to  all  or  any  portion  of  the  acreage  of  the 
Leased  Premises.  The  only  action  required  by  Lessee  to  exercise  this  option  being  payment  to  Lessor  of  an  additional 
consideration  of  the  sum  equal  to  the  original  cash  bonus  paid  to  Lessor  as  a  bonus  for  signing  the  Lease,  which 
payment  shall  cover  the  entire  two  (2)  year  extended  primary  term.  Should  this  option  be  exercised  as  herein  provided, 
it  shall  be  considered  for  all  purposes  as  though  this  Lease  originally  provided  for  a  primary  term  of  five  (5)  years.  If 
this  Lease  is  extended  as  to  only  a  portion  of  the  acreage  then  covered  thereby,  Lessee  shall  designate  such  portion  by 
a  recordable  instrument. 


4.  Minerals  Covered.  For  purposes  of  this  Lease,  "oil  and  gas"  means  oil,  gas  and  other  liquid  and  gaseous 
hydrocarbons  and  their  constituent  elements  produced  through  a  well  bore.  "Oil"  includes  all  condensate,  distillate  and 
other  liquid  and  gaseous  hydrocarbons  produced  through  a  well  bore.  "Gas"  includes  helium,  carbon  dioxide  and  other 
commercial  gases,  as  well  as  hydrocarbon  gases.  Expressly  excluded  from  this  Lease  are  lignite,  coal,  sulfur  and  other 
like  minerals.  Lessee  shall  have  no  rights  to  water  in,  on,  or  under  lands  of  Lessor. 


5.  Royalty.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall 
be  twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to 
Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to 
purchase  such  production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price 
then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of 
similar  grade  and  gravity;  and  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the 
royalty  shall  be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the 
point  of  sale,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  prevailing 
wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing 
in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase 
contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases 
hereunder. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing  plant 
in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  highest  of 
the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substance 
produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon 
the  higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products. 
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transporting  production  from  Said  Land,  Lessee  will  remain  liable  for  payment  to  Lessor  for  and fag  e^sTpav  Lessor 
all  royalties  due  Lessor  together  with  interest  if  not  timely  paid.  Lessor  retains  the  rigM  to  terminate  he  tease  fo 
fa,lure  to  pay  royalties,  after  a  period  of  written  notice  and  opportunity  to  cure  which  shallnot  exceed 

nrnrt,^HUfCed  fr0m  ^  ^  °'  P°°led  unit  that  ^  Land  is  included  therewith  shall  not  be  commingled  with  gas 
produced  from  any  other  lands  prior  to  the  point  where  the  gas  produced  from  this  Lease  oasses  throuah  thTmft^ 
wh,ch  will  measure  the  gas  for  calculating  the  payment  made  by  the  purchase™  gas  prXtton  9  * 

If thS  end5  thf  primary  term  or  anV  time  'Hereafter  one  or  more  wells  on  the  leased  premises  or 
22?  M  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  pay^JKTbrt 

such  we  I  or  welks  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee  such  wen  or  we  s  shal 

h^n  H  16HShb?  d6f ?  I6  Pr0dUCin9  in  Payi"9  quan,ities  for  the  P™  °f  maLfcSS  *is Lease  A ^weThat  ha" 
rr.ZJ  f  5    "°t  fracedsna»  be  deemed  'ne«pable  of  producing  in  paying  quantities.  If  for  a  perfoc I  oTninety (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  nof  being  sold  by  Lessee  then  Lessee  sha 
pay  shut-in  royafty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  before  thrend  of  said  90 
day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  wh^the  weH  or  wel  s  are 

ma^inCLPh0dUCt'0n(  therefT  iS:0t  b6in9  S0W  by  Lessee;  provid6d'  however.  t^a?  if  this  Le^e  is  ofterwise  beta 
^nHc^^h  PeraTS'  °r  ?  Production  is  b6in9  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or 
lands  pooled  therewith  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  ilssaton  o 

^ZT™  °r  Pr0dU,C!r  Notwithstandi"9  "V***  *>  *e  contrary  herein,  it  is  expressly  JSm^S^ 

of VSZ  rZ^'J       °fihe  T1'  LeSSSe  Sha"  not  have  the  ri9ht  to  continue  this  Lease  in  force  by  payment 

of  shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecutive  years.  paymeni 

to  sSfo/a'l  suchtdHr^n  7T*  paym  en's,under  ,his  Lease  sha"  be  Paid  °r  *****  to  Lessor  at  the  address 
of  fr^  «ml'»n  Hm»  ah  8 if  '°.  Lef°r  3  Cred"  at  such  deP°sitory  ins>«"«on  as  Lessor  may  provide  written  notice 
of  from  time  to  time.  All  payments  or  tenders  may  be  made  by  check  or  electronic  transfer. 

hn^°lnthf i  f  """h  QbliqaH"ns-  ,lf  fssee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (a  "dry 
» ™L    ,  <    em'SeS  °r  'andS  p0°'ed  therewilh'  or  if  a"  Prod"otion  (whether  or  not  in  paying  quantities^ 

~ *  063865  from  a7  <*«•.  ™^"9  a  revision  of  unit  boundaries  pursuant  to  the  provisions  of  Section* for 
the  action  of  any  governmental  authority,  then  in  the  event  this  Lease  is  not  otherwise  being  maintained  in  force  it  shal 
wXr  SSS,hemain  'nM  -  "  LeSS6e  commences  ~'°"s  f°r  reworking  an  existing  well  or  fo  1 «n an ^dd  tiona 

hundred  taenty  (120)  days  after  completion  of  operations  on  such  dry  hole  or  within  one  hundred  twenty  (120)  days 
after  such  cessation  of  all  production.  If  at  the  end  of  the  primary  term,  or  at  any  time  thereafter  this  Lease  is  not 
otherwise  being  maintained  in  force  but  Lessee  is  then  engaged  in  drilling,  reworking  or  aly  other  Sons 
reasonably  calculated  to  obtain  or  restore  production  therefrom,  this  Lease  snail  remain  in  force  so  long  as  any  one  or 
36f  t  0P6ratl°ns  are  prosecuted  with  no  cessation  of  more  than  one  hundred  twenty  (120)  consecuMve  dlys 
^  .hLfTL  n  H0P(erat'°nS  reSU'tS  th6  Producti°n  of  oil  or  gas  or  other  substances  covered  hereby,  as  longTereafter 
ZTrZIL  h  m  PaymQ  qUan,ltieS  fr0m  ,he  Leased  Premises  or  lands  pooled  therewith.  After  complettoTol * 
well  capable  of  producing  in  paying  quantities  hereunder,  Lessee  shall  drill  such  additional  wells  on  the  Leased 
Premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator  would  drill  under  The  same  or  slmto 

S«tTp  (a) '°  d6Vf  °P,'he  L?aSed  PremiSSS  35  ,0  f0rmations  *en  °aPab'e  °f  Producing  in  pay* ^quanti^on 

bv  anv  wP1f^ZLSf  °rt'aHndS  P°°l6d  th6rewith'  or  <b>  to  Protect  ,he  LeaS6d  Premises  from  uncompensaL  d  atage 

aJZ^LZ  !£S        ?  °n  0,n6r        n0t  P00led  therewith'  There  sha"  be  no  covenant  to  drill  exploratory  wells  or 
any  additional  wells  except  as  expressly  provided  herein. 

LFf2^  LeSS?!  sha"  bave  the  ri9f>t  b"t  not  the  obligation  to  pool  all  or  any  part  of  the  Leased  Premises  or  interests 
therein  with  any  other  lands  or  interests,  and  as  to  any  or  all  substances  covered  by  this  lease  either  before  or  She 
nn^r?hTfnt  of  Production'  wh6n6ver  Lessee  deems  it  necessary  or  proper  to  do  so  in  orde ^  o  ^uden  fy  deveto  0^ 
operate  the  Leased  Premises,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  o  her  lands  o 
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for  a  gas  well  or  a  horizontal  completion  shall  not  exceed  six  hundred  fr>rJ  (Z^l^Z  ?       P         (    %)  and 

LaX"^i  fT60       erCiSi"9  itS  P00""9  ri3htS  hereunder'  within  °ne  hundred  020™ayt o "first  Product 

inn  frt^i  d  H  V    P™duct'on-  m  the  event  Lessor's  acreage  is  included  in  a  well,  all  of  Lessor's  acreage  shall  be 
Pfr°duC"°n'  d""m,9  or  reworkinfl  °Perati°ns  anywhere  on  a  unit  which  includes  the  leased  premise!  sha  Se 
treated  as  if  it  were  production,  drilling  or  reworking  operations  on  the  leased  premises  except  that  the  omdu^n  nn 

bv  iht  Le^^^  S  TT"1  S.hKa"  be  th3t  Pr°p0rtiOn  0f  the  total  unit  Producfon  whS  ^££££22 
by  this  Lease  and  included  m  the  unit  bears  to  the  total  number  of  surface  acres  included  in  the  unit. 

Pooling  in  one  or  more  instances  shall  not  exhaust  Lessee's  pooling  rights  hereunder  and  Lessee  shall  have  th* 

bete^T  bU'  n0t  ,hS  °bli9atj0n  t0  r6ViSe  any  unit  formed  nereunderby  expansion  o^ contSon  TL* eit  er 
before  or  after  commencement  of  production,  in  order  to  conform  to  the  well  spacing  or  density  pattern  Drescrib«i  n 
permitted  by  the  governmental  authority  having  jurisdiction,  or  to  conform  to  any  ^^^^iSrSta, 
made  by  such  governmental  authority.  In  making  such  a  revision,  Lessee  shJfl  ofTotra  Ztef^Z^Z 
frnm ?h»  9  "ft^T"  T"  an.d  S,a'in9  *e  effective  da,e  of  revision  lf  the  le^d  premises  are  incluStn  or  exc SeS 
t^ifL T  V  Z  °f  S"t  reyS'°n' the  pr0p0rtion  of  unit  production  on  whicn  '°y^  ™  Payable  hereunder  shall 
ISf E^m *  accordln?ly-  .'"  the  absence  of  P^uction  in  paying  quantities  from  a  unii,  or  upon  pen^anen 

Z f52T„ I,  ■  \-  $S6r!  m3y  '!rminate  ,he  unit  by  filin9  of  record  a  written  declaration  describing  the  unit  and  stetfng 
the  date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests. 

10.  Assignment.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred 

to  S^S^T^  and/°r  by  def>,h  °r  Z°ne'  and  *" rignts  and  °bli9ation*  of  *•  Parties  hereunder  shaTeS 
to  their  respective  heirs,  devisees,  executors,  administrators,  successors  and  assigns;  provided,  however  if  Lesi  s  to 

dfve  wrK^nH1-6386  40  T  third  Party  °ther  tha"  ChesaPeake  Energy  or  a  subsidiary  or  affiliate  mereofTsha^ 
give  w  itten  notice  and  a  copy  of  any  assignment  to  the  Lessor  within  sixty  (60)  dats  of  assignment   No  change  in 

rh^Sn°WnerShlP:  Shf  nlVS  ?e,effeCt  °f  redUCing  the  ri3hts  or  enlar9in9  *e  obligations  of  LeLe  hereunder  and  no 
ownership  shall  be  binding  on  Lessee  until  thirty  (30)  days  after  Lessee  has  been  furnished  the  original  or 
certified  or  duly  authenticated  cop.es  of  the  documents  establishing  such  change  of  ownership  to  the  reasonable 
satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in  Lessee's  usual  form  of 

^IT^wfl  I  fSSSee  trTSf?uS  "S  intereSt  nereunder  in  whole  or  in  part,  no  assignment  by  Lesee  will  receive  Lesee 
of  any  liability,  before  or  after  the  assignment,  and  Assignee  is  jointly  and  severally  liable  with  Lessee  for  all  Lease 

11^*1^  anf  Verti?J. P"?h  r''a'"ie-  Lessee  may'  at  an*  time  and  from  time  to  ^  deliver  to  Lessor  a  file  of 
ecord  written  release  of  this  Lease  as  to  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered  by  this 
Lease  or  any  depths  or  zones  thereunder,  and  shall  thereupon  be  relieved  of  all  obligations  thereafter  arising  with 
respect  to  the  interest  so  released.  If  Lessee  releases  all  or  an  undivided  interest  in  less  than  all  of  the  area  covered 
hereby,  Lessees  obligation  to  pay  or  tender  shut-in  royalties  shall  be  proportionately  reduced  in  accordance  with  the 
net  acreage  interest  retained  hereunder.  In  any  event,  upon  termination  of  this  Lease,  Lessee,  its  successors  or 
assigns  sha  I  deliver  to  Lessor  a  recorded  release  within  sixty  (60)  days  as  to  such  portion  or  portions  of  this  Lease 
wh.ch  have  terminated  under  the  terms  of  this  Lease.  Upon  the  expiration  of  the  primary  term  of  this  Lease  upon  the 
expiration  of  any  extension  or  renewal  of  the  primary  term,  or  after  cessation  of  operations  as  provided  herein 
whichever  occurs  last,  this  Lease  shall  terminate  as  to  all  rights  lying  below  one  hundred  feet  (100')  below  either  (1)  the 
deepest  depth  drilled  in  any  well  drilled  on  the  leased  premises  or  on  lands  pooled  therewith  or  (2)  the  stratigram  hie 
equivalent  of  the  base  of  the  deepest  formation  producing  or  capable  of  producing  in  any  well  drilled  on  the  leased 
premises  or  on  lands  pooled  therewith,  whichever  is  the  deepest;  provided,  however,  if  Lessee  is  then  engaqed  in 
operations  on  the  leased  premises  or  on  lands  pooled  therewith,  this  Lease  shall  remain  in  full  force  and  effect  as  to  all 
depths  so  long  as  no  more  than  ninety  (90)  days  elapse  between  operations. 

12.  No  Surface  Use.  Notwithstanding  anything  to  the  contrary  in  this  Lease,  Lessee  shall  not  enter  upon  the  surface 
of,  cross  oyer,  place  any  structure  or  building  upon  or  conduct  any  operations  (including  but  not  limited  to 
geophysical/seismic  operations)  on  the  Leased  Premises  or  within  six  hundred  feet  (600')  of  the  Leased  Premises  or 
any  other  residential  structure  located  within  the  same  subdivision  or  neighborhood  addition  as  the  Leased  Premises 
Lessee  shall  only  develop  the  leased  premises  by  pooling,  as  provided  herein,  or  by  directional  or  horizontal  drillinq 
commenced  from  a  surface  location  on  other  lands.  Notwithstanding  anything  to  the  contrary  in  the  Lease,  Lessee  has 

hund£d  nnn  1°I;Zk2S  y;Kert'Ca!,y'  °r  f  an  anu9'e  Under  the  Leased  Premises  at  anv  dePth  that  is  l€*s  than  three 
P»mSJ2?  }  h  5f£\^  $UrfaCe'  LeSSee  has  no  right  t0  P^'  transmit'  or  transP°r*  gas  under  the  Leased 
Premises  at  any  depth  that  is  less  than  three  hundred  (300)  feet  below  the  surface.  Lessee  shall  make  all  reasonable 

pooled  TJ^^SS^  neighborhood  streets  or  thoroughfares  in  developing  the  Leased  Premises,  any  lands 


1  uT*lT  ^°'Se  S  associated  wilh  Lessee's  operations  related  to  the  drilling,  completion  and  reworking  of  wells 
shall  be  kept  to  a  reasonable  minimum,  taking  into  consideration  reasonably  available  equipment  and  technology  in  the 
92?  'nldustrv'.tne  level  and  nature  of  development  and  surface  use  elsewhere  in  the  vicinity  of  Lessee's  drill  sites 
and  the  fact  Lessee  s  operations  are  being  conducted  in  or  near  an  urban  residential  area.  If  Lessee  utilizes  anv  non- 
electric-powered eqmpment  in  its  operations,  Lessee  shall  take  reasonable  steps  to  muffle  the  sound  therefrom  by 
installing  a  noise  suppression  muffler  or  like  equipment. 

!?•  Regulatory  Requirernents  and  Force  Majeure  Lessee's  obligations  under  this  Lease,  whether  express  or  implied 
shall  be  subject  to  all  applicable  laws,  rules,  regulations  and  orders  of  any  governmental  authority  having  jurisdiction! 
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tannf  nn  ,  !T  y  a,KX  WaSle'  P°"Utant'  0r  c°ntaminant.  H»ee  shall  not  bring  or  permit  to  remain  on  SaW  Lands  or 
^td™^6^'^  aSbeS,°S  COntainin9  materials'  «Ptort«.  toxic  materials,  or  substenc^s  related I  as 
Comnr^ncfl  p  ."If6"3'8'  haZardous  substances  (as  the  term  "Hazardous  Substance^dS  in  the 

Comprehensive  Environmental  Response  Compensation  and  Liability  Act  (CERCLA),  42  U  S  C  S^taw  8801  el 
Si  *      °  substances,  under  anV  state  or  local  law  or  regulation  ("Hazardous ^Materials"7^cept  Sa™ 

products  commonly  used  m  connection  with  oil  and  gas  exploration  and  development  operation ^  an^tored  in  The 
usual  manner  and  quantities.  LESSEE'S  VIOLATION  OF  THE  FOREGOING  PROHIBITION  SHAI I  rnNQTm  rP  a 
S1AL  BREACH  AND  DEFAULT  HEREUNDER  AND  LESSEE  SHALL  WDE™™  H^H^L^^n 
cn^LLESS°R'  'TS  AGENTS'  EMPLOYEES,  TENANTS,  GUESTS T  INV™  AND  THE^R  RESPECTIVF 
f^,n^RL^n^NS  FR°M  AND  AGAINST  ANY  CLAIMS  DAMAGES  JUDGMENTS  PENALTIES 
no  S?  C°STS  <INCLUDING  RE  REASONABLE  ATTORNEYS  FEES  AND  COURT  COSTS)  CAUSED  BY 
°.R  S£  °UT  °F  <1)  A  VIOLATION  OF  THE  FOREGOING  PROHIBITION  OR  (2)  THE i PRESENCE  RELEASF 
?HFRPw?TMAn,Pp';^N^^RDOUS  MATERIALS  ON,  UNDER  OR  ABOUT  SAID 'lInDS  OR  UNDS  POOLED 
THEREWITH  DURING  LESSEE'S  OCCUPANCY  OR  CONTROL  OF  SAME   LESSEE  SHALL  CLEAN  UP  RFMOVP 

SE^r™R^8?Jlv<if„GRCUND  mlER  CONTAMINATION  AND^MAGE^AUSE^ ^IyThe 
.  am!E  £^??  RELEASE  0F  ANY  HAZARDOUS  MATERIALS  IN,  ON,  UNDER  OR  ABOUT  SAID  LANDS  OR 
LANDS  POOLED  THEREWITH  DURING  LESSEE'S  OCCUPANCY  OF  SAME  IN  CONFORMANCE  WITH  THE 
™™°F  APPLICABLE  LAW.  THIS  INDEMNIFICATION  AND  ASSUMPt£n  SHALL  APPLY  BUJtt 
NOT  LIMITED  TO,  LIABILITY  FOR  RESPONSE  ACTIONS  UNDERTAKEN  PURSUANT  TO  CERTI A  OR  Iwv 
OTHER  ENVIRONMENTAL  LAW  OR  REGULATION.  LESSEE  SHALL  IMMEDIATELY  G|Je  LESSOR  WR^FN 
S?2P«=Em^F  ANY  BREACH  °R  SUSPECTED  BREACH  OF  THra  P>^l^  Uf^L^^O^HE 
»P,aI!!NCE  °F  ANY  HAZA*DOUS  MATERIALS,  OR  UPON  RECEIVING  A  NOTICE  PERTAINING  TO  HA^ARDOuI 
MATERIALS  WHICH  MAY  AFFECT  SAID  LANDS  OR  LANDS  POOLED  THEREWITH    THE  OBLIGATIONS  OF 

THfS  LEASEEUNDER  SHALL  SURV'VE  ™E  EXPIRATION  0R  EARLIER  TERMINATION  FOR  ANY  REASON,  OF 

1£  Indemnity.  LESSEE  AGREES  TO  INDEMNIFY  AND  HOLD  HARMLESS  LESSOR  AND  LESSOR'S 
REPRESENTATIVES,  SUCCESSORS,  AND  ASSIGNS  AGAINST  ALL  EXPENSES  CLAIMS  DEmIndI 
np^A^0  CAUSES  °F  ACTION  0F  ANY  MATURE  FOR  INJURY  TO  OR  DEATH  OF  PERSONS  AND  LOSS 
Pn,  Pot^IxI0  PR0PERTY'  INCLUDING,  WITHOUT  LIMITATION,  ATTORNEY'S  FEES  EXPERT  FEES  AND 
Pp^p^L^^  BY  LESSEE'S  OPERATIONS  ON  SAID  LAND  OR  LANDS  POOLED  THEREWITH  OR 
h!™^!..^'™'3  °F  PROD|JCTION  FROM  THE  LAND  OR  ANY  VIOLATION  OF  ANY  ENVIRONMENTAL 
RE^11EMENTS  BY  LESSEE'  AS  USED  IN  TH'S  PARAGRAPH,  THE  TERM  "LESSEE"  INCLUDES  LESSEE  ITS 
AGENTS,  EMPLOYEES,  SERVANTS,  CONTRACTORS,  AND  ANY  OTHER  PERSON  ACTING  UNDER  TS 
DIRECTION  AND  CONTROL,  AND  ITS  INDEPENDENT  CONTRACTORS  S 


17  Notices.  AN  notices  required  or  contemplated  by  this  Lease  shall  be  directed  to  the  party  being  notified  at  the 
address  identified  in  Section  1,  unless  notice  of  another  address  has  been  provided  in  writing  All  such  nofces  shall  be 
made  by  registered  or  certified  mail,  return  receipt  requested,  unless  another  means  of  delivery  is  expressly  stated. 

18.  No  Warranty  of  Title.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  surface  or  mineral  estate  in 
the  leased  premises  or  any  portion  of  or  interest  therein.  All  warranties  that  might  arise  by  common  law  or  by  statute 
including  but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its  successor),  are  excluded  By  accepince 

Ta6  a,ck"0W'?dieS  .th,a'  "  haS  been  9iven  fu"  °PPorfc"%  to  investigate  and  has  conducted  sufficient 
investigation  to  satisfy  itself  as  to  the  title  to  the  leased  premises.  Lessee  assumes  all  risk  of  title  failures. 

ia  Cj£ng_DefeuJls.  Should  Lessee  at  any  time  fail  to  comply  with  its  obligations  hereunder  regarding  construction 
maintenance,  or  repair,  Lessor  shall  have  the  right,  after  giving  30  days  prior  written  notice  to  Lessee  t dc Tor  I have 
done  whatever  is  necessary  to  fulfill  the  obligations  to  its  satisfaction,  and  Lessee  shall  be  liable  to  Lessor  for  the 
ShfnfJ5     ^cessary  expenses  thus  incurred  by  Lessor,  to  be  paid  within  30  days  after  Lessor  shall  have 
furnished  Lessee  an  itemized  written  statement  of  the  expenses. 

gLSLand  *f  a.LFf a'  Venue  ,0L  any  dispu,e  arising  under  this  Lease  sha" lie  in  Ta"-ant  County,  Texas  where 
™, r  h  L  UaSe,  are  Performable-  w  any  time  that  any  obligation  of  the  Lessee  to  make  a  payment  shaK 
L*Lnr  EES Hh  ln  T^Tle  the  termS  0f  *e  Lease'  "  is  a9reed  and  understood  that  Lessee  will  pay  to 
statute S  L^t'  the  h/9nfj,awful  rate  *"™<*  '0  be  charged  to  Lessee  by  Lessor  under  the  then  existing 
Statutes  of  the  State  of  Texas.  In  addition,  ,n  the  event  of  the  breach  of  any  provision  of  the  Lease,  Lessee  shall  pay  to 
Lessor  all  costs  and  expenses  reasonably  incurred  including  reasonable  attorney's  fees  and  costs  of  court  incurred  by 
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Lessor  for  the  enforcement  of  the  provisions  of  this  Lease.  It  is  agreed  and  understood  that  time  is  of  the  essence  in  the 
performing  of  each  responsibility  under  the  terms  of  this  Lease.  essence  in  the 

Pr.n^T^'  I6.!866  shf  k?fP  comP'ete  and  accurate  ^cords  of  all  its  operations  relating  to  or  affecting  the  Leased 
Premises,  and  the  results  thereof,  including  but  not  limited  to:  all  geophysical,  geological  geochemlcal  and 
pa  eontological  data  and  interpretations  or  analyses  thereof;  all  land  surveys,  title  opinions  and  title  iuSSwSal^S 
drilling,  coring,  logging,  testing  and  completion  records;  all  production  records  showing  the  ^gSSpSd^Ste?'^ 

SS^S?  SaHed'  tf*Land  USe,d'  the  diSposition  thereof"  and  the  sales  Prices  or  thereat  TpSTsa^ 

contracts  and  such  other  records  and  as  may  be  proper  for  the  settlement  of  accounts  between  Lessor  and  Lessee  or 
to  determine  the  respecfve  rights  and  obligations  of  said  parties  hereunder.  During  the  primary  teTSftte  iSSTSrS 
for  as  long  as  oil  and  gas  is  produced  therefrom,  and  for  a  period  of  one  (1)  year  thereafter  Lessee  sha II I  mate  aH  of 
such  records  and  data  available  to  Lessor  or  Lessor's  designee  for  examination  and  copyfng  in  Lessee  f  office!  a t  £ 
reasonable  timet  as  well  as  all  other  records,  reports,  notes,  charts,  graphs,  maps,  contracts  documents  papei  and 
other  material  in  the  possession  of  or  under  the  control  of  the  Lessee  and  pertaining  to  the  Leased \pVe^te! 

lLn^Z°r^  k  iS  a9r!ed  mat  neJther  the  Lease  nor  any  of  terms  or  P^isions  shall  be  altered,  amended, 
«11  ',n  ^  anv.dlv's,on  order  or  transfer  order  executed  by  Lessor,  Lessor's  successors/agents  o 
Z  T,t  w  f  h  S  re^U""e  *he  execut,on  of  a  division  °rder  for  payment  of  royalty  payable  under  the  Lease,  then 
the  only  form  of  division  order  permitted  for  Lessee's  use  shall  be  such  form  promulgated  by  the  State  of  Texas  and 
set  forth  in  Section  91.402(d)  of  the  Texas  Natural  Resources  Code  as  amended  from  time  to  ^^LnSM 
alteration,  extension  or  ratification  of  this  lease,  or  of  any  term  or  provision  of  this  lease,  shall  be  made  only  bv  an 
instrument  clearly  denominating  its  purpose  and  effect,  describing  the  specific  terms  or  provisions  affected  and  the 
proposed  change  or  modification  hereof,  and  executed  by  the  party  against  whom  any  such  amendment,  alteration 
extension  or  ratification  .s  sought  to  be  enforced.  Any  purported  amendment,  alteration,  extension  or  ratification  not  so 
drafted  shall  be  of  no  force  or  effect. 


f3  Subordination  Agreement  Fees.  Notwithstanding  anything  contained  herein  to  the  contrary  neither  Lessee  nor 
Lessees  assigns  shall  ever  require  a  subordination,  partial  release  of  lien,  release  of  lien  consent  or  other 
documentation  from  any  lender  of  Lessor  that  has  a  lien  on  said  land  as  a  condition  to  Lessor  receiving  the  agreed 
signing  bonus  or  any  subsequent  royalty  payment.  However,  Lessor  will  cooperate  with  any  reasonable  effort  of 
Lessee  to  obtain  same  from  Lessor's  lender  on  behalf  of  Lessor. 


24.  Miscellaneous.  This  Lease  is  entered  into  in  the  State  of  Texas  and  shall  be  construed,  interpreted  and  enforced  in 
accordance  with  the  laws  of  the  State  of  Texas  without  reference  to  choice-of-law  rules.  Should  any  of  the  provisions 
herein  be  determined  to  be  invalid  by  a  court  of  competent  jurisdiction,  it  is  agreed  that  this  shall  not  affect  the 
enforceability  of  any  other  provision  herein  and  that  the  parties  shall  attempt  in  good  faith  to  renegotiate  that  provision 
so  determined  to  be  invalid  to  effectuate  the  purpose  of  and  to  conform  to  the  law  regarding  such  provision.  The  section 
titles  appearing  in  this  Lease  are  for  convenience  only  and  shall  not  by  themselves  determine  the  construction  of  this 
Lease.  This  Lease  may  be  executed  in  one  or  more  counterparts,  each  of  which  shall  be  deemed  an  original  but  all  of 
which  shall  constitute  one  and  the  same  instrument.  Singular  and  plural  terms,  as  well  as  terms  stated  in  the  masculine 
feminine  or  neuter  gender,  shall  be  read  to  include  the  other(s)  as  the  context  requires  to  effectuate  the  full  purposes  of 
this  Lease. 


"The  rights  of  Lessor  under  this  Lease  shall  be  in  addition  to,  and  not  in  lieu  of,  all  rights  Lessor  may  have  as  to 
payment  of  royalty  under  Texas  law,  including,  without  limitation,  V.T.C.A.  Natural  Resources  Code  91  401 
through  91 .405."  33 

25.  Release  and  Discharge.  Lessor  acknowledges  that  the  terms  of  the  Lease,  this  addendum,  the  amount  of  the 
royalty  and  bonus  paid  hereunder,  and  all  other  terms  negotiated  with  Lessee  (herein  the  "Negotiated  Terms")  with 
respect  to  this  Lease,  were  obtained  as  a  result  of  negotiations  between  Lessee  and  the  group  known  as  the  Southeast 
Arlington  Property  Owners  aka  "SEAPO",  which  consists  of  a  committee  of  unpaid  volunteers.  In  consideration  of  the 
efforts  spent  by  the  Southeast  Arlington  Property  Owners,  the  Committee  Members,  and  other  volunteers  in  negotiating 
and  obtaining  the  Negotiated  Terms  on  behalf  of  Lessor,  Lessor,  on  behalf  of  themselves  and  each  of  their  respective 
agents,  spouses,  co-owners,  predecessors,  parents,  subsidiaries,  affiliated  corporations,  or  other  affiliated  entities, 
successors,  partners,  principals,  assigns,  attorneys,  servants,  agents,  employees,  heirs,  consultants  and  other 
representatives,  does  hereby  release  and  forever  discharge  the  Southeast  Arlington  Property  Owners,  the  Committee 
Members,  and  any  volunteers  representing  SEAPO  from  any  and  all  claims,  demands,  obligations,  losses,  causes  of 
action,  costs,  expenses,  attorney's  fees,  and  liabilities  of  any  nature  whatsoever,  whether  based  on  contract,  tort, 
statutory  or  other  legal  or  equitable  theory  of  recovery,  whether  known  or  unknown,  past,  present,  or  future,  which 
Lessor  has,  has  had,  or  claims  to  have  against  the  individual  Committee  Members,  volunteers,  or  the  Southeast 
Arlington  Property  Owners  which  relate  to,  arise  from,  or  are  in  any  manner  connected  to  (i)  the  Negotiated  Terms,  (ii) 
the  negotiation  of  the  Negotiated  Terms,  (iii),  the  inclusion  and/or  omission  of  any  terms  within  the  Negotiated  Terms, 
(iv)  any  activity,  act  or  omission  in  any  way  related  to  the  Negotiated  Terms  or  the  negotiation  of  the  Negotiated  Terms 
or  (v)  any  and  all  representations  made  prior,  during,  and  subsequent  to  Lessor's  execution  of  this  Lease  and 
Amendment. 


A  MEMORANDUM  OF  LEASE  and  not  the  actual  Lease  instrument  with  its  addendum,  if  any,  shall  be  filed  of  record  in 
Tarrant  County,  Texas,  in  order  to  give  constructive  notice  of  Lessee's  leasehold  interest  in  the  property. 
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assigns,  whether  or  no,  this  lLs  L  ^eS^^ 


lessee:  Paloma  Barnett,  LLC 


By.   

Printed  Nawe:  P  <<yf(r/ri 

Title:  A-Hns*  +y  w^  -  jfc  ^ 


LESSOR 


STATE  OF  T*~**% 


COUNTY  OF  T* 


(INDIVIDUAL  ACKNOWLEDGEMENT) 


This  instrument  was  acknowledged  before  me  on  the     /day  of 


.,  200  J^,  by 


CHADLER  C.  CAMPBELL 
f%£^l  Notary  Public,  State  of  Texas 
llJK:+  s      My  Commission  Expires 
August  26,  2011 


Notary  Public,  State  of  Texas 
Notary's  Name  Printed: 
Notary's  Commission  Expires: 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 
This,  instrument 


(CORPORATE  ACKNOWLEDGEMENT) 


la  instrument  was  acknowledged  before  me  on  the  day  of  fl\0A.Ch- 

WTT-^^^.  lhe  ^fa^TM^  <c^«jto±r 

behalf  of  said  *xpor^^Jni>Sl*  Jo^rdO^  C<^Xxa^ 


on 


2007*  by 


Not^fV  Puttie,  State  of  Te> 


r  Texas 

Notary's  Name  Printedf$k£<^U^  Lop* 
Notary's  Commission  Expires:  ClW)  11 
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